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“The period [2001- 2003] was. . . .characterized by exceptionally weak growth of the labor
force. . . [B]oth the magnitude and persistence of the decline during the past several years

are unprecedented.”
~Congressional Budget Office, August 2005
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RISING COSTS, STAGNANT WAGES 
SQUEEZE WORKING FAMILIES  

Labor Day, 2005 

AN ECONOMIC "RECOVERY" THAT DOESN'T WORK FOR WORKING FAMILIES 

Though Republicans are celebrating modest economic growth, the truth is that declining wages, 
"unprecedented" slow job growth, record trade deficits, and historic lows in the value of the 
minimum wage have left millions of Americans on the sidelines of any economic recovery. 

      Declining Earnings, Stagnant Wages, Rising Poverty.   According to the U.S. Census 
Bureau, real wages for working Americans have remained at the same level since 
November 2001.  Real average weekly earnings actually declined between June and July 
2005.   The poverty rate increased from 12.5 to 12.7 percent between 2003 and 2004, 
with one in six American children now living in poverty.  At the same time, average CEO 
pay has now skyrocketed to 431 times the average workers’ pay.  Meanwhile, 
Republicans in Congress have rejected increasing the minimum wage, even though doing 
so would increase the paychecks of 7.5 million workers - nearly half of whom are 
married or have children.[U.S. Census Bureau, August 30, 2005, Bureau of Labor Statistics, August 
16, 2005, FRBNY Economic Policy Review, August 2005, EPI Alert, August 16, 2005, United for a Fair 
Economy, August 30, 2005] 

       "Unprecedented" Slow Job Growth.  The nonpartisan Congressional Budget Office 
(CBO) recently called the lack of labor force growth during the current economic 
recovery "unprecedented." Employment at the end of 2004 was actually lower than at the 
start of the recovery across a variety of private sector industries.  Manufacturing jobs 
were hit especially hard during this "recovery." Some 2.8 million manufacturing jobs 
have been lost in the last five years. Many of these jobs have been lost to offshore 
outsourcing, which the Bush Administration has heralded as "a good thing," even as the 
new jobs replacing the old ones pay workers less.  [Congressional Budget Office, August 1, 
2005; Bureau of Labor Statistics; Pittsburgh Post-Gazette, 2/10/04] 

       Record Trade Deficit.  The US continues to run record trade deficits - causing an 
increased reliance on capital from foreign governments and threatening to disrupt 
financial markets.  In 2004, the United States trade deficit was $651 billion and the year-
to-date trade deficit in goods and services, at $342.8 billion, is nearly 18 percent higher 
than the same period last year.   Meanwhile, the current account deficit has hit an all-time 
high of $780 billion in the first quarter of 2005.   Nevertheless, the Bush Administration 
and House Republicans continue to push free trade agreements, like the Central 
American Free Trade Agreement, that will hold down wages and potentially cost 
American jobs because they fail to include adequate labor protections.  [EPI Economic 
Shapshot, 6/17/05] 
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RISING COSTS SQUEEZE WORKING FAMILIES:   

Stagnant wages combined with record high health care and gas prices are squeezing working 
families, making it hard to save for retirement and college and putting pressure on parents to 

work longer hours and spend less time at home with their families. 

       Rising Health Care Costs and Millions of Uninsured.   For the past five years, health 
care costs have increased by nearly 60 percent, burdening hard-working families with 
added costs not covered by increases in earnings and driving up the number of uninsured 
to a staggering 45.8 million, including 8.4 million children.  Between just 2003 and 2004, 
the number of uninsured Americans rose by 860,000, according to the latest Census 
information.  Yet Republicans have responded to the health care crisis by passing 
legislation to benefit HMO's and insurance companies - legislation that will do nothing to 
lower health care costs for working families or reduce the number of uninsured and in 
some instances will actually increase costs.  Republicans are also proposing to slash 
Medicaid by $10 billion, despite the fact that Medicaid provides health care insurance for 
millions of children and working families. [Kaiser Family Foundation; U.S. Census Bureau, 
August 30, 2005] 

        Record Gas Prices Cost Families Hundreds More. With gas prices up an average of 67 
cents a gallon compared to this time last year, working families are spending hundreds of 
dollars more to fill up their cars.  This week gas prices exceed $3.00 a gallon in many 
areas of the country.  Now experts are predicting energy prices will remain high, and with 
colder weather right around the corner, the Department of Energy is predicting that 
heating costs for homes using natural gas or fuel oil could be up to 25 percent higher this 
year than last.  Yet, the Republican-written energy law will do nothing to lower the cost 
of fuel, is inadequate in meeting our energy challenges, and is full of special-interest 
provisions for big oil and gas companies. [Washington Post, 8/17/05, Associated Press, 8/17/05] 

UNDERMINING RETIREMENT SECURITY FOR WORKING FAMILIES: 

With wages stagnant and rising family costs, saving for retirement and living on a fixed 
retirement income has become a real challenge for millions of American families. Yet 

Republicans are pushing a plan to privatize Social Security, which will cut benefits and worsen 
the financial health of Social Security, and the federal agency that protects workers' pension 

benefits is running a record deficit of $23 billion, while companies are now under-funding their 
pensions by more than $350 billion. 

       Privatizing Social Security, Cutting Benefits. With wages stagnant and rising costs, 
saving for retirement has become a real challenge for millions of American families.  Yet 
Republicans are continuing to push President Bush's Social Security privatization 
scheme, which would undermine retirement security by cutting benefits and worsening 
the financial health of Social Security. While Americans have overwhelmingly rejected 
this scheme, the House Republicans plan on bringing such legislation to the floor this fall. 
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        Private Pensions in Crisis.  With company after company terminating workers' pension 
plans in the last few years, the Pension Benefit Guaranty Corporation (PBGC) - the 
federal agency that insures workers' pension benefits - went from a record surplus of $9.7 
billion in 2000, to a record deficit of over $23 billion in 2005.  Meanwhile, companies 
with underfunded pension plans have reported a record-breaking shortfall of $353.7 
billion. The single largest pension plan termination in history occurred this year, with the 
terminations of United Airlines pension plans, which were underfunded by over $10 
billion. If these terminations go unchallenged, over $3 billion in hard-earned retirement 
benefits will disappear from the nest eggs of some 120,000 United Airlines employees 
and retirees, and other companies will be under competitive pressure to follow suit and 
dump their pension obligations.  The number of single-employer defined benefit plans 
has dropped from 112,000 in 1985 to just 29,600 in 2004.  Despite this crisis, the 
Republicans have proposed a pension bill that does nothing to prevent -- or even slow -- 
the onslaught of plan terminations.  [PBGC Pension Insurance Data Book 2004] 

  ROLLING BACK WORKERS' RIGHTS, HEALTH, AND SAFETY: 

Since 2000, the Republican-controlled National Labor Relations Board has systematically 
undermined workers' rights to organize, strengthening the hands of CEO's at the expense of 
working families, while protections for workers' physical health and safety have come under 

relentless attack by the Bush Administration and Republican Congress. 

        Undermining Workers' Rights to Organize.  Republican control of the National Labor 
Relations Board (NLRB) has resulted in rollback after rollback of workers' rights to 
organize and collectively bargain. In the past few years, the NLRB has issued decisions 
stripping the right to organize from graduate teaching assistants and disabled workers. It 
has denied the right of temporary workers to join permanent workers' unions -- unless 
they have their employers' permission to do so. The Board has also taken away the right 
of non-union workers to have a coworker present in investigative or disciplinary meetings 
with management, and it has given companies new flexibility in using lockouts to bust 
unions. Additionally, both the Department of Defense and the Department of Homeland 
Security have proposed new personnel systems designed to undermine workers' right to 
collectively bargain. By every measure - whether wages, health insurance, or retirement 
security - workers who organize and collectively bargain are better off than those who do 
not. Yet the Bush Administration continues to roll back these fundamental human rights.  
[NLRB Decisions in Brevard Achievement Center; Midwest Generation; Brown University; Oakwood Care 
Center; IBM Corp.] 

 Undermining Workplace Health and Safety.  2004 census data show an alarming 
increase in both the number and rate of workplace fatalities.  Last year, 5703 U.S. 
workers died from injuries incurred on-the-job, signifying a 2 percent increase over 
workplace deaths reported for 2003.  The absolute numbers of worker deaths have now 
increased 2 years in a row.  More alarming still is the jump in the overall rate of fatal 
work injuries for the first time since 1994.  This reversal of a prior 10-year decline in the 
rate of worker deaths affects certain groups disproportionately.   
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For Latinos, the rate of fatal work injuries increased from 4.5 to 4.9 percent per 100,000 
workers in 2004.  The total number of Latino worker deaths skyrocketed by 11 percent.  
Likewise, fatal falls soared by 17 percent last year, the highest total reported for this 
category since the census was initiated.  Also, construction fatalities increased by 8 
percent and manufacturing worker deaths by 9 percent in 2004.  These figures do not 
include non-fatal workplace injuries and illness.   

Even by conservative estimates, every year some 50,000 workers die from work-related 
illnesses and another 5.7 million are injured. Yet the Bush Administration and the 
Republican Congress continue to undercut workplace health and safety protections.    
[Death on the Job:  The Toll of Neglect, AFL-CIO, April 2005; 2004 Census of Fatal Occupational Injuries 
and Survey of Occupational Injuries and Illnesses, Bureau of Labor Statistics] 

  
DEMOCRATIC SOLUTIONS 

 
In addition to fighting the Republican rollback of workers’ rights and standard of living, 

Democrats are fighting for a number of measures to protect working families’ economic security 
and access to the American Dream. 

 
        Increase the Minimum Wage.  According to the Economic Policy Institute, the federal 

minimum wage is at a 56 year low relative to the average wage.  
 
 Minimum wage employees working 40 hours a week, 52 weeks a year, earn $10,700 a 

year.  The poverty line for a family of two including one child is $12,682.  The current 
minimum wage will not even support a single worker and a child above the poverty 
threshold.  Since Congress last acted to raise the minimum wage in 1996, the value has 
eroded by 20 percent.  Today, the real value of the minimum wage is more than $3.00 
below what it was in 1968.   

 
A fair increase is long overdue.  Congress should act as quickly as possible to pass a 
minimum wage increase that begins to undo the losses suffered as the result of our 
shameful inaction in the past.  That’s why Rep. George Miller (D-CA), joined by over 
100 Democrats, has introduced the Fair Minimum Wage Act of 2005.  If enacted, the bill 
would raise the minimum wage from $5.15 per hour to $7.25 per hour over 26 months.  
No one who works for a living should have to live in poverty. 
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The Minimum Wage Relative to the Average Wage, 1947-2005
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o Strengthen the Nation’s Labor Laws.  Democrats believe that protecting workers’ right 
to organize is not just morally necessary but vital to a sound economy.  By standing up 
for themselves and winning better wages and working conditions, working people helped 
build the middle class that made America an economic powerhouse.  Today, however, 
organizing rights are under severe attack.  So far this year, 15,000 workers have been 
fired or punished at work for supporting a union.  To strengthen America’s labor laws 
and ensure every worker’s right to organize, Rep. George Miller (D-CA), joined by Rep. 
Peter King (R-NY) and some 200 co-sponsors, has introduced the Employee Free Choice 
Act.  This bill would require that when a majority of workers say they want a union by 
signing union cards, they get a union.  The Employee Free Choice Act would:   
o Increase penalties on employers who violate workers’ rights so that employers cannot 

treat labor law violations as just another cost of doing business; and 
o Provide for mediated and arbitrated first contracts to ensure that the collective 

bargaining process is meaningful and in good faith.  
 

        Secure Workers’ Retirement and Expand Opportunities to Save.  The current 
termination of pension plans at United Airlines, imposing sudden and dramatic cuts to the 
promised and hard-earned pensions of 120,000 employees and retirees, has illustrated just 
how insecure the country’s private pension system has become.  In July 2005, Democrats 
unveiled AmeriSave, their plan to help working families build retirement security, to 
expand opportunities to save, and to ensure pension fairness. Highlights of the 
Democratic plan include:   
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o Under the AmeriSave Match, middle and working class families would receive a 
$1,000 matching contribution to their IRA, 401(k), or similar plan and would have 
greater access to financial counseling.   

o The Democratic plan would help small employers create retirement plans for their 
employees and would encourage all employers to automatically enroll employees into 
401(k) plans and to set up annuities for their employees upon retirement.   

o Employees’ 401(k) retirement benefits would vest faster, and individuals would be 
allowed to direct-deposit their tax refund into an IRA or other retirement plan. 

o The Democratic plan would remove incentives for employers to use the bankruptcy 
process to dump their pension plans when there are sufficient assets to sustain those 
plans, preventing unfair pension terminations like those at United Airlines. 

o Employees and executives would be treated fairly under pension and tax laws.  If 
employee benefits are cut, executives should face similar restrictions. 

o The Democratic plan would create greater transparency in pension plan funding and 
management through more timely and more accurate disclosure of pension plan 
information to employees and investors when a plan is significantly underfunded. 

o Older workers would be protected from loss of benefits when their traditional pension 
plan is converted into a cash balance plan, by allowing older workers to choose the 
retirement plan that best serves their needs. 

  
 Expand Access to Affordable, Meaningful Health Care for All Americans.  Democrats 

believe all Americans should have access to meaningful health care that they can afford.  
For example, Democrats have introduced legislation, such as Rep. John Dingell’s (D-MI) 
FamilyCare Act, to expand access to Medicaid and SCHIP for under-served populations.   
Rep. Pete Stark (D-CA) has introduced the Medicare Early Access and Tax Credit Act, to 
give people between the ages of 55 and 65, who are very vulnerable to losing health 
insurance, access to affordable health care coverage.  Representatives John Barrow (D-
GA),  Ron Kind (D-WI), and Rob Andrews (D-NJ) have been pushing for legislation to 
provide small employers, who particularly struggle with the rising costs of providing 
health insurance, with tax incentives to offer affordable health coverage to employees 
through qualified health insurance pooling arrangements. 

 
 Make American Workplaces Safer.   To make American workers safer, Democrats 

support legislation to strengthen the Occupational Safety Health Administration.  The 
“Protecting America’s Workers Act” – HR 2004 – was introduced by Reps. Owens and 
Miller to accomplish just that.  For starters, HR 2004 would restore key workplace 
safeguards rolled back by the Bush White House and House Republican Leadership.  DOL 
would be required to investigate all workplace deaths and serious injury cases.  Employers, 
in turn, would be mandated to supply all workers with personal safety equipment and to 
inform them of their undeniable right to a healthy and safe worksite.  The Democratic bill 
would also break new ground in strengthening on-the-job safeguards for all Americans.  
Millions of unprotected state and federal workers would now be covered under OSHA.  
Stiffened criminal penalties would face any employer whose willful safety violations or 
gross negligence resulted in a worker’s death.  Employer accountability would be 
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heightened further by strengthening whistleblower protections and affording workers and 
surviving family members’ participatory rights in DOL safety investigations and penalty 
negotiations.  Democrats have proposed a viable means of achieving OSHA’s initial 
promise – to assure “every working man and woman in the United States safe and healthful 
working conditions.”    

 
 


